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Abstract 
The reporting of comprehensive income is becoming increasingly important. The new version of IAS 1 (the so called IAS1-
revised) issued by IASB on September 2007 provides the mandatory reporting of other comprehensive income items for the 
EU listed companies. This circumstance is of particular relevance in the Italian context, characterized by a strong historical 
cost accounting model and by concentrated ownership publicly traded companies. This study aims to examine the potential 
impact of unrealized gains and losses reporting on entities performance ratio, and thus on investors’ decision process, by 
investigating its effects on Italian listed entities. The results show that the first time adoption of comprehensive income 
reporting does significantly affect Italian listed entities performance, notwithstanding the apparent irrelevant spread existing 
between net income and comprehensive income book values. 
 
© 2015 Published by Elsevier Ltd. Selection and peer review under responsibility of Emerging Markets 
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1. Introduction and research objectives  
The IASB has released IAS 1-revised “Presentation of Financial Statements” in September 2007, effective 
for annual periods beginning on, or after, 1st January 2009. 
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This revised version establishes, among others things, the reporting and the presentation of comprehensive 
income, as a measurement of an entity performance, including both realized and unrealized gains and losses 
(Walton, 2006; Pisani, 2007; De Beelde and Van Cawenberge, 2007). 
Prior to this, in 1997 United States FASB already issued SFAS 130, requiring companies to report 
comprehensive income, defined as “the change in equity of a business enterprise during a period from 
transactions and other events and circumstances from non-owner sources, it includes all changes in equity 
during a period except those resulting from investments by owners and distributions to owners” (SFAC n. 6, 
1985).  
The standard allows three alternative presentation forms of other comprehensive income items, either in the 
income statement, in a separate income statement or in the statement of changes in equity. This increasing 
interest in the reporting of unrealized gains and losses arising during the reporting period strictly relates to the 
shareholder information needs perspective assumed by international standard setters (IASC, 1989; Whittington, 
2008) with some influential user groups putting pressure towards the provision of mandatory disclosure of 
comprehensive income (Choi and Das, 2007; Jordan and Clark, 2002).  
Given that present and potential investors “are concerned with the risk inherent in, and return provided by, 
their investments” (IASC, 1989), they need information that enables them to assess and forecast future firms 
performance. Thus, comprehensive income, taking into account the changes in fair value occurred in the assets 
and liabilities during the reporting period, better measures the firm process of value creation and allows the 
prediction of the firm ability to generate cash and cash equivalents in the future (Van Zijl and Whittington, 
2006).  
Moreover, this is consistent with the clean surplus accounting theory (De Beelde and Van Cawenberge, 
2008), according to which profit is determined by comparing the book value of equity at the end of a financial 
year with the same value recorded at the beginning of the year, without the shareholders operations (Sousa 
Fernàndez and Carro Arana, 2010a). The IASB IAS 1-revised no longer allows to disclose other 
comprehensive income items in the statement of changes in equity, but requires their presentation in a separate 
income statement or, alternatively, as a part of the traditional income statement.  
Following the IASB provisions, comprehensive income includes: 
• changes in revaluation surplus; 
• actuarial gains and losses on defined benefit plans;  
• gains and losses arising from translating the financial statements of a foreign operation;  
• gains and losses on re-measuring available-for-sale financial assets; 
• the effective portion of gains and losses on hedging instruments in a cash flow hedge. 
In fact, the amendments to IAS 1 enable firms to clearly present those income and expenses  that were 
previously submitted in accordance with the IASB’s provisions in the statement of changes in equity and, for 
this reason, not correctly considered in the analysis of potential investors.  
Thus, profit and revenue recognition turns out more strongly linked to timely price recognition and to the 
fair value approach (Brimble and Hodgson, 2005). This is a concern of particular relevance in the Italian 
context, in which the financial reporting regulation mainly aims not to overvalue firms equity, so to protect 
corporate stakeholders, especially shareholders and creditors (Allegrini M., 2001; Andrei P., 2004). As a 
consequence, Italy is characterized by the historical cost accounting model, not being allowed the reporting of 
unrealized gains and losses in a performance-based statement, consistently with the concept of nominal 
financial capital maintenance (IASC, 1989, para 4.59 and following).  
Thus, the IAS1-revised adoption introduces in Italy the reporting in the income statement of the changes 
occurred in the fair value of assets and liabilities. This leads to a different concept of capital aiming more to 
satisfy the needs of present and potential investors, than to the stakeholders protection, typical of the Italian 
context. Our work aims to assess the potential effects produced in Italy by the first time adoption of IAS 1-
revised on firms performance evaluation. Hence, we analyse the effects of the OCI presentation in the income 
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statement on the performance ratio RoE computation, as it is one of the most relevant and widespread ratios in 
evaluating firm performance and in analysing financial statements (Rappaport, 1986; Monteiro, 2006; de Wet 
and du Toit, 2007; Sousa, 2009).  
Several studies have been conducted on the comprehensive income reporting both under US GAAP and 
IAS/IFRS provisions, in order to find out whether its presentation could affect investment decisions or not 
(Cheng et al., 1993; Hirst and Hopkins, 1998; O’Hanlon and Pope, 1999; Dhaliwal et al., 1999; King et Al., 
1999; Cahan et al., 2000; Maines and McDaniels, 2000; Bhamornsiri and Wiggins, 2001; Pandit et Al., 2002; 
Pandit and Phillips, 2004; Brimble and Hodgson, 2005; Wang et al., 2006; Choi, 2006; Isidro et al., 2006; 
Chambers et al., 2007; Choi and Das, 2007; Dastgir and Velashani, 2008; Goncharov and Hodgson, 2008; 
Kanagaretnam, 2009; Fernàndez and Carro Arana, 2009, Bamber et al., 2010).  
Not so many studies, instead, have been conducted with respect to the Italian context, despite its peculiar 
accounting framework and the significant changes provided in it by the IAS 1-revised in accordance to the 
strong historical cost accounting model.  
Our study contributes to the existing literature by trying to assess the effects that the OCI reporting could 
produce on the financial statements users in Italy, as it introduces concepts of gains and losses previously not 
common in the Italian accounting culture. In our work we consider a data set that comprises the financial 
statements of 224 Italian listed entities for the years 2007-2012, in order to investigate the impact of unrealized 
gains and losses on the RoE ratio. The paper is organized as follows. Section Two provides a background 
overview, Section Three describes the research design, and Section Four discusses the empirical results. 
Section Five concludes. 
2. Prior research and literature review   
Many studies have focused on the comprehensive income reporting, in order to assess its relevance and 
incremental information content. Given that the FASB requires the comprehensive income reporting since 
1997, our literature review starts from the analysis of the US references, to conclude with the recent European 
ones.  
Prior comprehensive income research can be divided in two streams: the first pertaining to the value 
relevance analysis, aiming to stress the impact of the presentation format on analysts and investors, and the 
ability of comprehensive income in reflecting firms market value; the second one relating to the field of 
descriptive statistics, focused on the comprehensive income display choices made by management and on its 
usefulness for the financial reporting users. With respect to the value relevance studies, much of the prior 
research has focused on the incremental information content (which is defined as the impact on stock price 
changes) of the comprehensive income items over net income, finding mixed results.  
Some authors found that comprehensive income is less value relevant then net income: Cheng et al. (1993), 
using a 1972-1989 sample of US companies, found that net income better explains abnormal stock returns, if 
compared with comprehensive income. Accordingly, the work by Dhaliwal et al. (1999) could not prove that 
comprehensive income better reflects the firms performance than net income, finding that the value relevance 
hypothesis was supported only when considering gains and losses on marketable securities held by firms of the 
financial services industry. Similar evidences are provided both for non EU (Cahan et al., 2000; Brimble and 
Hodgson, 2005; Wang et al., 2006; Chambers et al., 2007; Dastgir and Velashani, 2008) and EU samples 
(O’Hanlon and Pope, 1999; Isidro et al., 2006; Goncharov and Hodgson, 2008; Mechelli, 2011).  
On the other hand, some other studies found that comprehensive income has incremental value relevance if 
compared with net income. Biddle and Choi (2006), using a sample of US firms, provided evidence that 
comprehensive income has a higher association with stock returns. Also, Kanagaretnam (2009), referring to a 
Canadian firms sample, confirmed the value relevance of other comprehensive income items, especially with 
respect to gains and losses on marketable securities.  
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Jones and Smith (2011)  empirically compare OCI and Special Items (SI) gains and losses using a model 
that jointly estimates the value relevance, showing that both SI and OCI gains and losses are value relevant, but 
SI gains and losses exhibit zero persistence (i.e., are transitory), while OCI gains and losses exhibit negative  
persistence (i.e., partially reverse over time).  
To summarize, the more relevant results show that the unrealized gains and losses on securities held-for-sale 
or short term financial investments have a significant association with price changes (Chambers et Al., 2007), 
stressing that aggregation and reporting location do matter in case of markets inefficiencies or psychological 
factors influence. In fact, it’s been found that the location strengthens the perceived items importance and that it 
can raise incremental information (Goncharov and Hodgson, 2008).  
Focusing on the Italian context, the value relevance research stream counts a few studies (Bertoni et al, 
2007; Azzali et al., 2010; Mechelli, 2011), none of them providing evidences that comprehensive income is 
more value relevant than net income. Only Ferraro and Veltri (2012) found that comprehensive income better 
reflects stock returns, using the “as reported” OCI of an Italian listed groups sample.  
The second research stream relates to the comprehensive income presentation and to its usefulness, as 
perceived by financial statements users. Many studies pertaining to this second field examine the choices 
related to the comprehensive income presentation form made by samples of listed companies. The results are 
mixed. Campbell et Al. (1999) showed that, for a 73 firms sample under SFAS 130, the majority of the 
sampled companies present comprehensive income as a part of the statement of changes in equity, instead of 
presenting it on the face of the income statement or in a separate income statement. The authors also found that 
firms were more likely to present other comprehensive income items in the income statement when the OCI 
were material and positive. The same results are provided by Clark and Jordan (2002) using a sample of 100 
US companies.  
On the contrary, Bhamornsiri and Wiggins (2001), Pandit and Phillips (2004) and Pandit et Al. (2002) found 
that, although the majority of sampled firms prefers the presentation of the OCI in the statement of changes in 
equity, nonetheless there seems not to be any correlation between the display choices and the size and the 
direction of the items. The preference for reporting comprehensive income in the equity statement is generally 
explained with the lack of usefulness perceived by CFO’s or with the greater ability for the managers, in this 
case, to manage or hide current period earnings (King et Al., 1999; Choi and Das, 2007).  
Focusing on the studies related to the users’ perception of the usefulness of comprehensive income 
reporting, King et al. (1999) surveyed the members of AIMR in order to find out whether the CI reporting form 
could influence the perceived importance and the use of OCI by analysts. The results show that not only the 
majority of the users prefers the presentation of OCI in a performance-based financial statement, but also that 
they are more likely to use CI in computing performance ratios in the latter case. The same findings were 
provided by Hirst and Hopkins (1998), that considered professional security analysts and portfolio managers, 
and by Maines and McDaniels (2000), surveying a group of non professional investors.  
According to those findings, Sousa Fernàndez and Carro Arana (2009, 2010a and 2010b) focused on the 
impact of comprehensive income on traditional performance ratios, particularly analyzing whether computing 
the RoE using comprehensive income as opposed to using net income significantly affect the value of the 
mentioned ratio. The results show that unrealized gains and losses do influence the RoE measure, especially in 
a recession period with market drops. In the Italian context a few researches have been conducted on the 
display choices in comprehensive income reporting. As already mentioned, given that under IAS 1-revised the 
OCI can be presented either in the comprehensive income statement or in the separate other comprehensive 
income statement, D’Este and Fellegara (2009) analyzed the form of reporting CI using a sample of 110 Italian 
groups, finding that the majority of the sampled entities preferred the separate OCI statement. The same results 
were provided by De Cristofaro and Falzago (2010 and 2012). Both the studies didn’t find any correlation 
between the presentation form and the direction and size of the OCI.  
Moreover, De Valle (2010) conducted a cross-sectional study on an EU firms sample, finding that the 
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presentation choices made by management strongly depend on the local accounting model. Ferraro (2011), 
using a sample of 160 listed companies, in a similar and concomitant study found that Italian firms prefer the 
presentation of the OCI in a separate comprehensive income statement, due to the need for uniformity that 
facilitates not only interpretations of published accounts, but also comparisons with national competitors. Also, 
Italian groups aim not to overturn the traditional accounting model, accordingly to the Italian accounting 
culture. Moreover, the author found that companies opting for a single comprehensive income statement are 
those with a negative net income. Our study contributes to the latter research stream, trying to assess the effects 
that the OCI reporting could produce on the financial reporting users, if used in computing the RoE ratio (thus 
influencing firms performance evaluation), as it introduces concepts of gains and losses previously not 
common in the Italian accounting culture. Particularly, in our hypothesis we expected unrealized gains and 
losses to influence the performance indicators of Italian entities, but not in a relevant way from a potential 
investor perspective, because of the accounting model peculiarities. Specifically, the Italian context is 
characterized by a strong historical cost accounting model, fair value accounting being recently introduced with 
the mandatory application of International Financial Reporting Standards IAS/IFRS and scarcely chosen among 
IFRS options, according to the country pre-IFRS policies (Kvaal and Nobes, 2010). Moreover, the majority of 
Italian publicly traded firms have concentrated ownership, with a little rate of minority shareholders, which can 
be considered unsophisticated financial statements users, if compared with the Anglo-Saxon financial market. 
The current study is thus aimed to verify if these circumstances could have reduced other comprehensive 
income items effects on entities performance measurements. Thus, we try to assess whether computing RoE 
using comprehensive income would significantly affect the performance ratio so that financial statements users 
could be influenced in their firm’s performance evaluation. 
3. Research design  
The aim of the current research is to contribute to the accounting literature focused on the usefulness of 
comprehensive income. Moreover, our main objective is to investigate the potential impact of the reporting of 
unrealized gains and losses in the Italian context, which is strongly tied to the historical cost accounting model 
and where there are concentrated publicly traded companies. Thus, taking into account these issues, we try to 
test the impact of the OCI on the computing of the RoE ratio, in order to assess if its measure differs from the 
one calculated using the net income in a way that it could potentially affect financial statements users’ 
investment decisions, with reference to the findings of the study conducted by Sousa and Carro (2010a and 
2010b) and by Kvaal and Nobes (2010). To this aim, we hand-collected data from all of Italian entities listed on 
the Milan Stock Exchange from the year 2007 to the year 2012. We exclude from our analysis companies that 
are not listed during all the years analysed (2007-2012) ; so that, our final sample comprises 224 Italian listed 
entities. Hence, our sample is consistent for the analysis of the Italian listed entities, taking into account that it 
covers the whole of the listed entities during the sampled years. We examined the 2007-2012 financial 
statements of the sampled entities, as 2009 was the first year firms were required to report comprehensive 
income, while the years 2007 and 2008 come immediately before its adoption. We collected the book values of 
the comprehensive income items as follows: 
• the 2007 and 2008 data are collected from the statement of changes in shareholders equity, estimating the 
“as if” comprehensive income (Chambers et al., 2007); 
• the 2008 “as is”, 2009, 2010, 2011 and 2012 data are collected directly from the comprehensive income 
statement, using the comprehensive income items “as reported”. 
Given that comprehensive income includes net income, the differences in their amounts are driven by the 
other comprehensive income items. Subsequently, according to our research question we try to investigate the 
impact of comprehensive income on the RoE by computing it using two different income measurements: 
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• RoE1, defined as the ratio: NI/E, where NI represents the Net Income, and E represents the shareholders 
Equity at the closure of the reporting period. 
• RoE2, defined as the following ratio: CI/E, where CI represents the Comprehensive Income, and E 
represents the shareholders Equity at the closure of the reporting period. 
Afterwards, we compared RoE1 with  RoE2 in order to first examine if unrealized gains and losses do 
influence Italian entities performance and, thus, the above said financial analysis ratio. Subsequently, we used 
the Wilcoxon Signed-Rank Test in order to test if the spread between the two variables is significantly relevant. 
4. Findings  
As above said, given the Italian historical cost accounting tradition, we first tried to single out the most 
relevant OCI affecting the consolidated comprehensive income of the sampled entities, in order to assess the 
fair value options most adopted by the financial statements preparers. To this end, we hand collected the OCI 
book values for each group under review, with reference to all the sampled years. The descriptive statistics 
related to other comprehensive income items of the whole sample (Figure 1) show that three out of five other 
comprehensive income items generally have a greater impact on comprehensive income: i.e. the effective 
portion of gains and losses on hedging instruments in a cash flow hedge, gains and losses on re-measuring 
available-for-sale financial assets and gains and losses arising from translating the financial statements of a 
foreign operation.  
This shows that, in the Italian context, changes in revaluation surplus and actuarial gains and losses on 
defined benefit plans do not significantly influence entities performance, probably owing to the traditional 
accounting model and to the Italian legal system, strictly regulating defined benefit plans and assets revaluation 
(seldom allowed by Italian GAAP). Changes in revaluation surplus could be considered meaningful in 2007, 
but decreasing constantly and significantly their impact until 2012. 
Moreover, Figure 1 shows that for the years from 2009 to 2011 the values of the effective portion of gains 
and losses on re-measuring available-for-sale financial assets and gains and losses arising from translating the 
financial statements of a foreign operation are particularly relevant, possibly due to the volatility of the 
financial market in those years caused by the financial crisis in the first case, and in the second case by the 
increasing number of foreign subsidiaries. 
 
 
1730   Pier Luigi Marchini and Carlotta D’Este /  Procedia Economics and Finance  32 ( 2015 )  1724 – 1739 
Fig. 1. Impact of OCI items on CI of the Italian sample, years 2007 – 2012 
Once singled out the most relevant OCI, in order to compare RoE1 with RoE2 we also hand collected the 
book values of consolidated net income, comprehensive income and shareholders equity for each entity under 
review.We then calculated the RoE1 and the RoE2 for the years 2007-2012, using both “as if” and “as 
reported” items for the year 2008. Table 1 shows the descriptive statistics of the variables RoE1 and RoE2. 
Table 1. Descriptive statistics for RoE1 and RoE2 of the Italian sample, years 2007 and 2008 “as if”, 2008 “as is”, 2009, 2010, 2011 and 
2012. 
YEAR  MIN MAX MEAN MEDIAN 1° QUART. 
3° 
QUART. 
2007 IAS RoE1 -3,5269 1,3455 0,0673 0,0932 0,0391 0,1689 
 RoE2 -3,5269 1,3434 0,0562 0,0770 0,0185 0,1602 
2008 
“as if” 
RoE2 -3,5269 1,3434 0,0562 0,0770 0,0185 0,1602 
RoE1 -4,6129 1,8797 -0,0476 0,0561 -0,0297 0,1349 
2008 
“as is”. 
RoE2 -4,6129 1,8797 -0,0812 0,0446 -0,0793 0,1153 
RoE1 -3,8134 5,4327 -0,0108 0,0535 -0,0339 0,1288 
2009 
RoE2 -3,7534 5,4327 -0,0453 0,0367 -0,0971 0,1046 
RoE1 -5,7505 0,4659 -0,0871 0,0272 -0,0894 0,0914 
2010 
RoE2 -5,3605 0,4657 -0,0773 0,0387 -0,0685 0,1034 
RoE1 -3,6091 1,0509 -0,0465 0,0381 -0,0304 0,1021 
2011 
RoE2 -3,6197 1,2422 -0,0318 0,0492 -0,0266 0,1247 
RoE1 -1,9974 6,6351 0,0876 0,0431 -0,0328 0,1183 
2012 
RoE2 -2,2351 6,6622 0,0579 0,0256 -0,0701 0,1116 
RoE1 -2,9982 0,8254 -0,0312 0,0234 -0,0875 0,1096 
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We may see that the minimum and maximum scores of RoE1 and RoE2, as well as the third quartile do not 
seem to significantly differ for all of the sampled years. On the contrary, the mean, the median and the first 
quartile seem to be a little more variable. Nonetheless, the spread between minimum and maximum scores 
appears to be a little more relevant for the years from 2008 (“as is”) to 2012. Moreover, minimum and 
maximum scores highlight the weight of the sample outliers and, thus, their impact on the mean values for each 
sampled year.   
Given that the median is not influenced from outlier’s book values, focusing on this score it could be noticed 
that for the years 2007, 2008 and 2011 they are higher when the RoE is computed using net income, and vice 
versa referring to the years 2009, 2010 and 2012. This seems to reveal that in the first case RoE1 tends to be 
higher than RoE2, while RoE2 tends to be higher than RoE1 in the second one. Accordingly to our first 
findings, when we checked the difference between RoE1 and RoE2 by subtracting the second from the first one 
(RoE1-RoE2), we found again that the difference between the two variables seems scarcely relevant, as shown 
in Table 2, which displays the related descriptive statistics. 
Table 2. Descriptive statistics for the difference between RoE1 and RoE2 of the Italian sample, years 2007 and 2008  “as if”, 2008 “as is”, 
2009, 2010, 2011 and 2012. 





2007 IAS RoE2 – RoE1 










-0,6946 0,2188 -0,0346 -0,0092 -0,0448 0,0000 0,0487 
2009 RoE2 – RoE1 
-0,1003 0,3899 0,0098 0,0000 -0,0042 0,0120 0,0237 
2010 RoE2 – RoE1 
-0,1345 0,2934 0,0148 0,0015 -0,0018 0,0289 0,0289 
2011 RoE2 – RoE1 
-0,9159 0,0854 -0,0338 -0,0055 -0,0297 0,0012 0,0508 
2012 RoE2 – RoE1 
-0,2017 0,3917 0,0085 -0,0034 -0,0176 0,0034 0,0393 
As already noticed, the spread between the two variables does not seem significant, as highlighted by the 
mean, the median, the first and third quartile sets of values. Also, Table 2 shows that the 2009 median score of 
the difference between the two variables is null; the same value is assumed by the third quartile for the year 
2008. This highlights that OCI items contribute more positively to entities performance in the first year than in 
the second. Moreover, the median scores have a negative sign for the years 2007, 2011 and 2012, and a positive 
sign for the year 2010. Hence, 2009 seems to mark a point in which the relation between the two variables is 
inverted. 
Figures 2-8 show the graphic relation between RoE1 and RoE2 for each entity of our sample in the years 
2007-2012. Figure 5 (year 2009) highlights that unrealized gains and losses do not seem to affect significantly 
the representation of the entities performance measurement, their linear interpolation showing that the variables 
are distributed along the angle bisector of Cartesian axes, suggesting that RoE1 approximately equals RoE2. 
On the contrary, when analyzing Figures 2, 3, 4, 7 and 8, it can be noticed that the linear interpolation of RoE1 
and RoE2 results a little shifted to the lower-right side of the chart. Also, Figure 6 shows that the linear 
interpolation of the two variables is a little shifted to the upper-right side of the chart. 
1732   Pier Luigi Marchini and Carlotta D’Este /  Procedia Economics and Finance  32 ( 2015 )  1724 – 1739 
As noticed when analysing the descriptive statistics of Table 2, this suggests that, whilst in the years 2007, 
2008 (“as if” and “as is”), 2011 and 2012 RoE1 is higher than RoE2 (thus revealing that net income tends to be 
higher than comprehensive income), the year of the first time adoption of IAS 1 revised, 2009 somewhat marks 
a point in which RoE1 strongly approximates RoE2. When considering the year 2010, though, the graphic 
relation seems to be inverted, signalling that the RoE based on comprehensive income is higher than the one 
based on net income. 
Fig. 2 (a) Graphic relation between RoE1 and RoE2 of the Italian sample year 2007 “as if” (b) Graphic relation between RoE1 and RoE2 of 
the Italian sample year 2008 “as if” 
Fig. 3. (a) Graphic relation between RoE1 and RoE2  of the Italian sample year 2008 “as is”  (b) Graphic relation between RoE1 and RoE2  
of the Italian sample year 2009 “as is”   
Fig. 4. (a) Graphic relation between RoE1 and RoE2 of the Italian sample 2010 “as if” (b) Graphic relation between RoE1 and RoE2 of the 
Italian sample 2011 “as if” 
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Fig. 5. Graphic relation between RoE1 and RoE2 of the Italian sample, years 2010 and 2011 “as if” 
 
Once singled out the most relevant OCI, in order to compare RoE1 with RoE2 we also hand collected the 
book values of consolidated net income, comprehensive income and shareholders equity for each entity under 
review. We then calculated the RoE1 and the RoE2 for the years 2007-2012, using both “as if” and “as 
reported” items for the year 2008. Table 1 shows the descriptive statistics of the variables RoE1 and RoE2. 
In order to test the statistical significance of our data and first observations, we performed the Wilcoxon 
Signed-Rank Test with a 95% confidence level, as the variables did not conform to normalcy for all of the 
years of our sample. The results are showed in Table 3, highlighting that the Italian sample RoE1 and RoE2 do 
significantly differ for all the sampled years, except for the year 2009. 
Table 3. Wilcoxon Signed-Rank Test – Italian sample, years 2007 and 2008 “as if”, 2008 “as is”, 2009, 2010, 2011 and 2012: a  Based on 
positive ranks,b Based on negative ranks, c Wilcoxon Signed Ranks Test 
Year Test Statistics(c) ROE2 –ROE1 
2007 
Z -5,077(a) 
Asymp. Sig. (2-tailed) ,000 
2008 “as if” 
Z -7,555(a) 




Asymp. Sig. (2-tailed) ,000 
2009 
Z -2,653(b) 
Asymp. Sig. (2-tailed) ,008 
2010 
Z -5,056(b) 
Asymp. Sig. (2-tailed) ,000 
2011 
Z -6,301(a) 
Asymp. Sig. (2-tailed) ,000 
2012 
Z -5,216(a) 
Asymp. Sig. (2-tailed) ,000 
As above mentioned, international Literature (Dhaliwal et al. (1999), Kanagaretnam (2009)) has found that 
available-for-sale financial instruments and cash flow hedges generally have the greater impact on 
comprehensive income.  
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Our initial sample also includes entities from the financial industry (such as banks and insurances), whose 
assets are strongly composed by the latter assets. In order to deepen our analysis related to the impact of the 
OCI reporting on entities performance and financial ratios, we defined two subsamples, one solely composed 
by firms pertaining to the financial industry and the other excluding them. Table 4 compares the mean and the 
median of our two subsamples with the ones of our initial sample. 
Table 4. Descriptive statistics for RoE1 and RoE2 of the Italian sample, compared with the financial and non financial subsamples. 



















RoE1 0,0673 0,1340 0,0494 0,0932 0,10010,0913 
RoE2 0,0562 0,1130 0,0409 0,0770 0,07580,0825 
2008 IAS 
RoE1 -0,0476 -0,0397 -0,0539 0,0561 0,02900,0593 
RoE2 -0,0812 -0,0979 -0,0819 0,0446 0,00200,0474 
2008 RED. 








RoE1 -0,0871 -0,0955 -0,0847 0,0272 0,02720,0257 
RoE2 -0,0773 -0,0641 -0,0811 0,0387 0,04840,0327 
2010 
RoE1 -0,0465 -0,0008 -0,0590 0,0381 0,03480,0395 
RoE2 -0,0318 -0,0057 -0,0388 0,0492 0,02590,0630 
2011 








RoE1 -0,0312 -0,0825 -0,01605 0,0234 0,00870,0363 
RoE2 -0,0227 -0,0013 -0,0291 0,0368 0,05010,0319 
 
Table 5 shows the impact of the OCI on the sampled entities performance. Focusing on the initial sample, 
net income tends to be higher than net income, except for the years 2009 and 2010. When observing the 
subsamples, though, we found that comprehensive income is higher than net income in 2009 and 2012 for the 
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Table 5. Comparison of RoE1 and RoE2 of the Italian sample, and of the financial and non financial subsamples 
Italian Total Sample 




is” 2009 2010 2011 2012 
RoE1> RoE2 52% 61% 68% 42% 32% 64% 61% 
RoE1< RoE2 29% 21% 19% 48% 60% 28% 32% 
Financial Subsample 




is” 2009 2010 2011 2012 
RoE1> RoE2 57% 71% 89% 22% 57% 85% 26% 
RoE1< RoE2 21% 15% 7% 76% 38% 8% 70% 
Non financial Subsample 




is” 2009 2010 2011 2012 
RoE1> RoE2 51% 58% 62% 48% 25% 58% 71% 
RoE1< RoE2 30% 22% 23% 41% 66% 34% 21% 
 
Table 6 shows the number of entities with a positive net income and a negative comprehensive income and 
vice versa. The results approximately replicate the findings shown in Table 5. 
Table 6. Sign of net income and comprehensive income in the companies of the Italian sample, and of the financial and non financial 
subsamples 
Italian Total Sample 
  2007 
2008  “as 
if” 
2008  
“as is” 2009 2010 2011 2012 
NI<0 and CI >0 5 0 1 6 5 2 7 
NI>0 and CI <0 6 21 27 2 8 23 8 
Financial Subsample 
2007 
2008  “as 
if” 
2008  
“as is” 2009 2010 2011 2012 
NI<0 and CI >0 0 0 0 3 0 0 6 
NI>0 and CI <0 4 8 14 2 6 13 1 
Non financial Subsample 
  2007 
2008  “as 
if” 
2008  
“as is” 2009 2010 2011 2012 
NI<0 and CI >0 5 0 1 3 5 2 1 
NI>0 and CI <0 2 13 13 0 2 10 7 
 
The Wilcoxon Signed-Rank Test results, shown in Table 7, highlight that, when considering the financial 
subsample, the 2010 ROE1 and RoE2 do not significantly differ. 
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Table 7. Wilcoxon Signed-Rank Test – Financial sub-sample, years 2007 and 2008 “as if”, 2008 ”as is”, 2009, 2010, 2011 and 2012 
Year Test Statistics(c) ROE2 –ROE1 
2007 
Z -3,764(a) 
Asymp. Sig. (2-tailed) ,000 
2008 “as if” 
Z -4,472(a) 
Asymp. Sig. (2-tailed) ,000 
2008 “as is” 
Z -5,627(a) 
Asymp. Sig. (2-tailed) ,000 
2009 
Z -3,887(b) 
Asymp. Sig. (2-tailed) ,000 
2010 
Z -1,191(a) 
Asymp. Sig. (2-tailed) ,234 
2011 
Z -5,232(a) 
Asymp. Sig. (2-tailed) ,000 
2012 
Z -4,374(b) 
Asymp. Sig. (2-tailed) ,000 
 
On the contrary, when performing the Wilcoxon Signed-Rank Test for the non financial subsample (Table 
8), we found no relevant spread between ROE1 and RoE2 with reference to the year 2009. 
Table 8. Wilcoxon Signed-Rank Test – Non financial sub-sample, years 2007 and 2008“as if”, 2008 ”as is”, 2009, 2010, 2011 and 2012 
Year Test Statistics(c) ROE2 –ROE1 
2007 Z -3,646(a) 
 Asymp. Sig. (2-tailed) ,000 
2008 “as if” Z -6,042(a) 
 Asymp. Sig. (2-tailed) ,000 
2008 “as is” Z -6,153(a) 
 Asymp. Sig. (2-tailed) ,000 
2009 Z -,478(a) 
 Asymp. Sig. (2-tailed) ,633 
2010 Z -6,608(a) 
 Asymp. Sig. (2-tailed) ,000 
2011 Z -3,668(a) 
 Asymp. Sig. (2-tailed) ,000 
2012 Z -6,407(a) 
 Asymp. Sig. (2-tailed) ,000 
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5. Concluding remarks 
The mandatory introduction of comprehensive income reporting, requiring the presentation in entities 
financial statements of unrealized gains and losses, brings to a configuration of firms income strongly linked to 
fair value accounting and reflecting all sources of value creation, as it embraces all changes in the firm assets. 
This condition is truly relevant in the Italian context, which is marked by a strong historical cost accounting 
model and by concentrated ownership in publicly traded companies. Our study has examined the potential 
impact of the other comprehensive income items reporting on the performance measurement of a sample of 
Italian listed entities, by calculating the RoE using either net income or comprehensive income. Considering 
the outliers, we saw that the most relevant other comprehensive income items are three out of five, with no 
great impact caused by changes in revaluation surplus and actuarial gains and losses on defined benefit plans. 
Our sample, composed by all the entities listed at the Milan Stock Exchange, showed a significant impact of 
other comprehensive income reporting on Italian entities performance for all of the sampled years, except for 
the years 2009 (first time adoption). Also, analysing the graphic relation between RoE1 and RoE2, we can see 
that four out of six years analysed show that CI tends to be lower than NI. Just the years 2009 and 2010 show 
different results. Similar results were found when considering the financial and non financial subsample. When 
using the Wilcoxon Signed-Rank Test on the Italian sub-samples  we found that the spread between ROE1 and 
RoE2 is not significant with reference to different years (2009 for non-financial subsample and 2010 for 
financial subsample), thus suggesting the peculiar impact produced on OCI items by financial and hedging 
instruments. 
Further, considering the outliers we saw that the most relevant other comprehensive income items are three 
out of five, with no great impact caused by changes in revaluation surplus and actuarial gains and losses on 
defined benefit plans. Concluding, our empirical results suggest that, at the present time, unrealized gains and 
losses due to changes in fair value could significantly affect the RoE ratio computation and, thus, the financial 
statements user’s investment decisions. This is true, except for the year 2009. This element could be interpreted 
as an effect of the First Time Adoption of the comprehensive income statement by the preparers that could be 
not used to the unrealized gains and losses presentation. Nonetheless, it needs to be stressed that currently there 
is not yet evidence enough to investigate the trends of comprehensive income reporting in the Italian context. 
Future research could thus replicate this study, considering a larger number of reporting periods. In addition, 
future research should be completed with a detailed outliers analysis, in order to identify possible associations 
with specific other comprehensive income items. 
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